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Message Text 

CONFIDENTIAL 

PAGE 01 TEL AV 05270 2I0027Z 
ACTION NEA- 10 

INEO OCT-OI ISO-00 SP-02 ICA-II AID-05 EB-08 NSC-05 
TRSE-00 SS-I5 STR-07 OMB-01 CEA-OI COME-00 
CIAE-00 DODE-00 PM-05 H-OI INR-IO L-03 NSAE-00 
PA-OI HA-05 XMB-02 OPIC-03 /096 W 

II42I7 22I650Z/70 

R20I254Z APR78 
PM AMEMBASSY TEL AVIV 
TO SECSTATE WASHDC 2707 

CONPIDENTIAL TEL AVIV 5270 

E.O. 1 1652: GDS 
TAGS: EPIN, IS 

SUBJECT: ISRAEL'S POREIGN EXCHANGE RESERVES 
REPORTEDLY RISE SHARPLY 

REF: 77 TEL AVIV A-53 

1. BEGIN UNCLASSIPIED: ACCORDING TO PRESS REPORTS 
APRIL 20, THE BANK OF ISRAEL'S (BOI) NET POREIGN EX- 
CHANGE RESERVES HAVE RISEN BY $100 MILLION IN THE PAST 
TWO WEEKS TO REACH $1,490 BILLION. THE REPORTS IN- 
DICATE THAT THE RISE IN RESERVES WAS DUE TO HEAVY 
DOLLAR PURCHASES BY THE BOI IN THE FOREIGN CURRENCY 
MARKET TO KEEP THE POUND PROM APPRECIATING AGAINST THE 
DOLLAR. THE SUPPLY OP DOLLARS IN THE MARKET HAS RISEN 
BY A SIGNIFICANT AMOUNT, MAINLY DUE TO INCREASED EX- 
PORTERS' EARNINGS AND OTHER REMITTANCES. RESPONDING 
TO EMBASSY QUERY, BOI OPPICIALS REPUSED TO CONPIRM OR 
DENY THE REPORT, POINTING OUT THAT RESERVE FIGURES ARE 
CONSIDERED STRICTLY CONPIDENTIAL AND WILL NOT BE RE- 
LEASED BEFORE THE END OP THE MONTH. END UNCLASSIPIED 

2. BEGIN CONFIDENTIAL: 

IT IS LIKELY THAT THE BOI HAS BEEN ACTIVE IN 
CONPIDENTIAL 

CONPIDENTIAL 

PAGE 02 TEL AV 05270 2I0027Z 

THE POREIGN CURRENCY MARKET IN RECENT WEEKS. APTER 

AN APPRECIATION FROM $I-IL 16.54 ON MARCH 20 TO 

$1-IL 16.41 ON APRIL 4, THE POUND DEPRECIATED TO 

$1-IL 16.54 AS OF APRIL 19, INDICATING THAT THE 

BOI MAY WELL HAVE BEEN BUYING DOLLARS. UNDER A FREE 

PLOATING EXCHANGE RATE REGIME, SUCH INTERVENTION ADDS 

TO CENTRAL BANK RESERVES. IP THE PIGURE OP $1,490 
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BILLION FOR BOI NET RESERVES IS CORRECT, EMBASSY 
ESTIMATES ISRAELI FOREIGN EXCHANGE RESERVES USING IMF 
METHODOLOGY AT ABOUT $1.7 BILLION (SEE REFAIR FOR BACK- 
GROUND ON THE STRUCTURE OF ISRAEL'S FOREIGN EXCHANGE RE- 
SERVES). END CONFIDENTIAL 
LEWIS 


CONFIDENTIAL 


NNN 
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